IASB November 2009

Participating insurance contracts

The boards discussed participating features in insurance contracts. Staff presented two

views on how to deal with such contracts:

View 1 All cash flows that arise from a participating feature should be included in the
measurement of the insurance liability on an expected present value basis. The
participating feature is not considered separately for recognition, classification
and measurement, but rather as part of the whole contract.

View 2 The cash flows expected to arise from a participating feature are analysed to
determine whether those flows are required (eg by the contract or by a) or are
discretionary. Required cash flows (if there are any) will be included in the
measurement of the insurance liability. Discretionary cash flows will be
recognised when the entity has an obligation to make payments.

The IASB tentatively decided on view 1 and the FASB tentatively decided on view 2.

Next steps

The boards will continue their discussion of this project at the joint board meeting in
December
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